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SHAN-T'OU MCC_ISSUES PRIVATE BANK REGULATIOKS

The following temporary regulations have been prommlgated by the Shan-t'ou
(Swatcw) Military Coatrol Commission:

Article 1, These regulatioms are put into effect to stebilize currency,
stimulate production, and preserve public confidence.

_Article 2, These regulations epply to privats, commercial, and local
banks, exchange shops.

Article 3. The Militsry Control Commission has empovered the People's
Bank of China to act as the agency of inmspection and eupervision over all other
banking firms in the city.

Article L, .Private banking establisments are limited to the following
transactions:

a. Recelving deposits of all kinds.
b, Hendling loans and checking accounts,

¢, Handling domsstic bills of exchange.

&. Operating through the Poople's Bank of China for apmroval on forsign
bills of exchange.

e. Cashing checks.

f. Acting as agents in making collectioms.
g. Investing in industry ard mining.

h. Operating a sefe-deposit service.
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With the exceptlon of the coomeratives, which shall be gowerned by Y
their own statutes, these regulations apply to ell businesses performing any i
of the ebove eight services whether or not they aliude ‘o themselves as banks, '
exchange shops, ete, ®
Articls 5., With the excepiion of tanking firms, other campenies and busi- °
negs Tirms must refrain from receiving doposits, lesuing letters of credit, dis-
counting, etc. Dlsregard of these regulations will lead not only to the cessa-
tiom of their buslness but also presecutior for disrupting the mopetary system.

Artdele 6. In the mepagement of their financee, banking £irms must no
act in the following capacitiess -

a, As public or private busimess firms or as stock holders in an, : R 3
other berkiog firm (investments in Zndustry or mining excluded), S : e s B

Do Bu,yiné or accepting their own shares of stock.
c. Purchasiné property that is not necessary for conducting business.

4. Acting ae a business broker or operating a varshouse for business

¢, BSeatting up double accounts or keeping unrelisble records,

f. Recelving for deposit the funde of any military or government
agency or enterprise.

8. Dealing in gold or foreign currency in business transactions, loens ,
or mortgages.

h, Representing others in order to protect their property.
1. Any other activity not yot given approvel,

Article 7, All persons desiring to operate a banking firm must first draw
up a charter snd present it to this commiseion for approval and registration prior
to beginning opereticns. The following information muet bz supplied:

a, Keame

b. Organization and address

¢, Amount of capital

d. General plan of operation and Jurisdiction

. Limited or wnlimited liabilities

£. Founders’ or managers' names, place of birth, and brief history

After the commencement of operaticonse, names of stockholders and brief
biographies of members of the board of diractors must be submitted.

Article 8. A minfmum capital fund estimated in terms of People's Bank of
China notes mmst be maintained by

&. Each regular bank -- from 120 million to S0 million yuan.
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b, Hetive banke ard money changers - 7,500,000 to 15 million yuan. -, o ~
e, Fmigrents tamis -- fram 3 million to 6 million yuen, s e = . i

Article 9. Ready morey our-issets authorized by the city branch of the
Ysople 'g Bank of China must comstvitute at.lsast 70 percant of a2 banking firmis
total copital. -The meyimmm amount of ite fired spsets shall be .30 percent of
its capital, . .

Articls 10, Every hanking firm esteblished under these regulations must G
show a sufflicient amount of .nitisl capitul of which 75 percent must be om hamd, i
If thie stipulation 1s satisfied, a license will be issued by the mmnicipality =~
to bogin operstions. If the availeble funds are imswfficient ai the time of ..
applicat o, s 2 month temporary license may be granted. i

Arilels 11. Any bavking firm that has been In operation prior to the
publication of these regulations, but whose capital is imsufficient, will 111:5-
wise be gromted a 2-month probational 1license.

Article 12, Stocks must be purchased under oms‘’s legal nems. It %8 not
pormitted to use nicknamses or cow-tesy names. .

Article 13. At the time of beginning operatioms, banking firms shall list
iteme from their finemcisl stetement on the permit lesued by the municipal com-
mittee apd post this permit in a public place.

Article 1k. Each bank must put ite capital to use in a menner that ie ad-
vantageous to the national economy and the livelihood of the messes.,

Article 15. The amount of each banking firm’s credit may not exceed half
of its capital,

Articls 16. Each member bank will tranamit to the Shan-t’ou branch of the
Paople's Bank of Chima a portiom of its deposits according to the ratio of 10
porcont for the fixed period deposits and 5 percemi for the current accounts.
This money will be used to establish a deposit security fund, The People's Bank
of Chinu will in turr calculate and pay to the participating banks intersst om

the money thus transmitted.,

Article 17. Each bank must assign a certain portion of its assets to ready
peymente on the basis of 10 percent for current accounts and S percent for fixed
yeriod acoounts,

Article 18, Based on a consideration of preveiling market comditions in
Shan-%‘ou, the banking association will determine, with the approval of the
Shan-t’ou branch of the Psople’s Bank of China, the rate of intersast to be paid .
depositors.

Article 19, Benks endorsing peraonsl checks shall assume responsibility
for them, For kiting checks, the facte of the case shall be submitted to the .
igcal branch of the Feople ‘s Bank of China for decision and disposition. .

JArticle 20. If a bank alreedy established and possessing & permit wishes
to discontinue operaticns, elimimate same of its branches or departments, change
its mamy, or combine its activities under omoe name, etc., it must petiticn the
Commission for emendment of its permit, Upon spproval, it may proceed.

Article 21, Benke which are umable to meet their obligations, or banks
which are vequired to cease stock tramsactions due to iInfraction of regulatioms,
are to boe alloted a limited tims to liquidate by the Commission. 1In the event
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of bankruptey, or because of circumstances in which operations cannot be con-
tinued, the involved bamk must set forth in & report to the Cowmission all
circumstances surrounding the difficulty. Only upor approval of the Commission
my operatious be discontimued.

Article 22, At fixed periods each bank must submit a ranort o the

oy oL .., o Ry oY o § o > v T ——— - o~ - - '
Oban-'cy bramch of the Psopls's Bank of China indicat s

a. Each type of deposit and a weskly record of ssme,

b. A complete record of esach manth's tremsactions and overy item of
their budget &md funds, :

Articls 23, If thers be any violation of these regulationz the guilty
benk will be dealt with im the following manmer:

let offenee: The bank shall receive a waraing.
24 offense: The bank shall recelvs & fins.
38 offense:  The bank shall be required to changs ita top officers.

Wth offense: The bank shall be reguired to ceese stock ezchange mctivities,

5th coffense: The benk shall be forced to discontinus business.

If the infraction comes under the heading of a criminal case, 1t will
be turned over to the jJudicial organs for action. The first four infractions
can be referrod to the People’s Bank for adjustment and & rscord of their acvion
forwarded to the Shan-t'ou Military Control Commission. The fifth coffense sball
be dealt with by the Commissicn diractly.

Foreign commercial banks, savings banks, and trust companies shall be
governed by seperate regulations, but until these regulations are published
the above shall serve as a guide. All private banks which have trust and
saving departments must submit a pstition for approval.
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